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2317 TT Outperform 

Price (at 12:04, 12 May 2022 GMT) NT$102.00 

 

Valuation NT$  145.00 
 - PER 

12-month target NT$  145.00 

Upside/Downside %  +42.2 

12-month TSR %  +48.0 

Volatility Index Low 

GICS sector 

Technology Hardware & Equipment 

Market cap NT$bn  1,414 

Market cap US$m  48,084 

Free float %  85 

30-day avg turnover US$m  61.9 

Number shares on issue m  13,863 
 

Investment fundamentals 

Year end 31 Dec  2021A 2022E 2023E 2024E 

Revenue bn 5,994.2 6,293.9 6,608.6 6,939.0 

EBIT bn 149.0 175.3 203.9 234.9 

EBIT growth % 34.4 17.7 16.3 15.2 

Reported profit bn 139.3 156.0 178.3 200.0 

EPS rep NT$ 10.05 11.26 12.86 14.43 

EPS rep growth % 36.9 12.0 14.2 12.2 

PER rep x 10.1 9.1 7.9 7.1 

Total DPS NT$ 5.50 6.00 6.50 0.00 

Total div yield % 5.4 5.9 6.4 0.0 

ROA % 3.9 4.4 4.9 5.5 

ROE % 10.4 11.0 11.9 12.5 

EV/EBITDA x 5.0 4.3 3.8 3.4 

Net debt/equity % -16.3 -13.6 -15.3 -18.3 

P/BV x 1.0 1.0 0.9 0.9 

 

2317 TT rel TAIEX performance, & rec history 

 
Note: Recommendation timeline - if not a continuous line, then there was no 
Macquarie coverage at the time or there was an embargo period. 

Source: FactSet, Macquarie Research, May 2022 

(all figures in NT$ unless noted, TP in TWD) 
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Hon Hai Precision (2317 TT) 
No material impact with good 2Q guidance 

Solid 1Q22 result with no material supply issues 

• Hon Hai released 1Q earnings and hosted an analyst call post market today. 

• What we liked – A better-than-expected (consensus) 1Q22 sales and OPM. 

Although the company maintained its “conservative” flat YoY sales number, it 

did raise the YoY assumption for computing product to growth (from flat 

previously). 

• What we didn’t like – Keeping a flat YoY sales growth assumption despite 

forecasting only flat smart consumer products with everything else growing 

(including components and other up double digits). 

• What was interesting – The company has not yet had any material 

production shutdowns. The company also said that despite its EV strategy to 

focus on whole car assembly, it can achieve a double-digit EV GPM by using 

many of its own modules and components. 

Still forecasting “conservative” flat 2022 sales, with GPM up 

• The company is guiding for flat (QoQ and YoY) 2Q sales, with consumer down 

slightly (all are both QoQ and YoY), computing and components and other up 

slightly, while Cloud and Networking to be up double digits. For full-year 2022, 

the company is still guiding for flattish sales, with consumer flat, Cloud and 

Networking and Computing revised up slightly, and Components and Other up 

double digits. We are forecasting 2022 sales growth of 5%, with GPM/OPM up 

another 40bps/30bps to 6.4%/2.8%. 

Maintaining Outperform rating on low valuations and better margins 

• We are maintaining our Outperform rating. Our NT$145 target price is based 

on an 11.25x 2023E PER. Hon Hai still has one of the lowest P/E valuations in 

Taiwan tech (too low, in our view). Although quarterly earnings can be volatile 

due to product mix and seasonality/utilization rates, we believe the long-term 

margin trend (and, therefore, profit growth) will be positive. 

• Although its large production base in China (70%+) is a risk (as well as 

balancing political ties in both the US and China as the company ramps up 

new US production), its more diversified global production base should also 

allow for greater flexibility to evolve with potential deglobalization. We believe 

operational efficiency, scale, and product mix (increased higher-margin 

component sales) will lead to the continuation of the margin expansion that 

started in 2021 (longer-term product mix includes EV/digital health/robotics). 

Key risks are FX, component shortages, potential Apple allocation loss, a high 

China production base, and overall tech demand. 

Hon Hai Precision – 1Q22 results review 

NT$m 1Q22 4Q21 1Q21 QoQ % YoY % MACQ Diff % BBG Diff % 

Revenue 1,407,553  1,889,826  1,347,113  -25.5% 4.5% 1,414,468  -0.5% 1,371,025  2.7% 

Gross profit 84,766  113,866  78,133  -25.6% 8.5% 84,516  0.3% 82,261  3.0% 

GM % 6.0% 6.0% 5.8%   6.0%  6.0%  

Operating profit  36,669  52,720  27,570  -30.4% 33.0% 33,191  10.5% 30,905  18.6% 

OPM % 2.6% 2.8% 2.0%   2.3%  2.3%  

Pretax income 36,927  62,208  39,189  -40.6% -5.8% 41,083  -10.1% 39,942  -7.5% 

Net income 29,450  44,395  28,162  -33.7% 4.6% 30,477  -3.4% 28,280  4.1% 

Net margin % 2.1% 2.3% 2.1%   2.2%  2.1%  

Report EPS (NT$) 2.12  3.20  2.03  -33.8% 4.4% 2.20  -3.6% 2.05  3.5% 

Source: Company, Bloomberg, Macquarie Research, May 2022 

http://www.macquarie.com/research/disclosures
https://www.macquarieresearch.com/directory/people/details?analystId=4670
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Important disclosures: 

Recommendation definitions 

Macquarie – Asia and USA 
Outperform – expected return >10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 
 
Macquarie – Australia/New Zealand 
Outperform – expected return >10% 
Neutral – expected return from 0% to 10% 
Underperform – expected return <0% 
 
Note: expected return is reflective of a Medium Volatility 
stock and should be assumed to adjust proportionately 
with volatility risk 
 

Volatility index definition* 

This is calculated from the volatility of historical 
price movements. 
 
Very high–highest risk – Stock should be 
expected to move up or down 60–100% in a year 
– investors should be aware this stock is highly 
speculative. 
 
High – stock should be expected to move up or 
down at least 40–60% in a year – investors should 
be aware this stock could be speculative. 
 
Medium – stock should be expected to move up 
or down at least 30–40% in a year. 
 
Low–medium – stock should be expected to 
move up or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or 
down at least 15–25% in a year. 
* Applicable to select stocks in Asia/Australia/NZ 
 
Recommendations – 12 months 
Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 
 

Financial definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back: goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, 
IFRS impairments & IFRS interest expense 
Excluded: non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 
total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average 
number of shares 
 
All Reported numbers for Australian/NZ listed stocks 
are modelled under IFRS (International Financial 
Reporting Standards). 
 

Recommendation proportions – For quarter ending 31 Mar 2022 

 AU/NZ    Asia   USA 
Outperform 63.27% 69.10% 79.79% (for global coverage by Macquarie, 6.23% of stocks followed are investment banking clients) 

Neutral       30.61% 20.65% 18.09% (for global coverage by Macquarie, 3.33% of stocks followed are investment banking clients) 

Underperform 6.12% 10.25% 2.13% (for global coverage by Macquarie, 1.16% of stocks followed are investment banking clients) 
 

 

 

2317 TT vs TAIEX, & rec history 

 
(all figures in TWD currency unless noted) 
 

 

  

   
Note: Recommendation timeline – if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period. 
Source: FactSet, Macquarie Research, May 2022 

 

 
 

 

12-month target price methodology 

2317 TT: NT$145.00 based on a PER methodology 

 
Company-specific disclosures: 
  
A reference to “Macquarie” is a reference to the entity within the Macquarie Group of companies (comprising Macquarie Group Limited and its worldwide 
affiliates and subsidiaries) that is relevant to this disclosure. 
Important disclosure information regarding the subject companies covered in this report is available publicly at 
www.macquarie.com/research/disclosures. Clients receiving this report can additionally access previous recommendations (from the year prior to 
publication of this report) issued by this report’s author at https://www.macquarieinsights.com.  
 

Date Stock Code (BBG code) Recommendation Target Price 
31-Mar-2021 2317 TT Outperform NT$145.00 
07-Jan-2021 2317 TT Outperform NT$123.00 
16-May-2020 2317 TT Outperform NT$110.00 
31-Mar-2020 2317 TT Outperform NT$112.00 
19-Feb-2020 2317 TT Outperform NT$113.90 
14-Nov-2019 2317 TT Outperform NT$115.50 

 

Target price risk disclosures: 
2317 TT: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global 
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates, 
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to 
manage certain of these exposures. 
 

Sensitivity analysis:  
Clients receiving this report can request access to a model which allows for further in-depth analysis of the assumptions used, and recommendations 
made, by the author relating to the subject companies covered. To request access please contact insights@macquarie.com. 
Analyst certification:  
We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or 
their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors 
including Macquarie Group Ltd total revenues, a portion of which are generated by Macquarie Group’s Investment Banking activities. 
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of the Macquarie Group and must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you 
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